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The current world sugar price of more than 12 cents per pound
1s mwore than & times the level of & year ago and the highest in
more than 40 yesrs. The price ipcremse, most of which has taken
place within the last & months (see Teble 1) is stiributeble pri-
marily to & tight supply situation.

World suger consusption, which bas been increesing sbout 4
percent {2 to 3 milljon tons*) sunuslly, 1is expected to exceed total
production by about 3 million tons in 1962/63, % the first yesr
since 1956/57 in which consumption has exceedsd production. World
vﬁr épram@tian of sbout 51 million tons in both 1961/62 and
1962/63 wag about 4 million tons below the peak level achleved in
1960/61. Carry-over stocks of sugar in LT countries, which
normally account for about 75 pervent of totul world sugar production
{including Cubsm, but exciuding other Bloc countoies), at the
beglmning of the 1962/63 semson vere about 19 percent -- almost o
milltion tope -« belov those of 8 yesr earlier. Cubsn stocks had
been prectically liguideted snd Free World stocks were declining;
however, inventories in the UBSR were umisuslly high.

A muber of fectors hwd an adverse effsct on world sugar

production during the 1961/62 snd 1962/63 seasons. Meny countries

particularly io Letin Americs, hed lowered their sugsr production
targets following the 1960/61 sesson because of burdensame stocks.
Alao, unfavorsble weather In Burope for two consecutive years
rediced ylelds of suger beets. PFinelly, sugar production in Cuba in
1963 1s expected to be sbout & sdllion toms -~ sudbstaptielly less
than the relatively poor crop of 4.8 million tons in 1961/62.

¥ ALl magar tontage figures in this peper refer to centrifugal
sugar only. Contrifugsl sugesr imcludes cave wnd beel suger produced
by the centrifugal process &nd 1s the principel kind of sugar moving
in interrational trade. Centrifugel suger includes sbout 90 percent
of totel world miger production. All tomnage figures in thie paper
are in texrms of metric tona.

* The years shown refer to the crop hervesting yesrs, May through
April, with the meason's profuction zredited to the year 4in which
the harvest begen.
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Sagar production and conmugption rose repidly after World Wer
IX. The mﬁg industries of all continents, sided by protectionlst
policies sud technuicgicsl improvmments both in agrivulture end in
processing, repldly expanded prodiction. DBetween 1P4T-4G and
196061, totel world production df sugsr menrly doubled. The
greatest incremses took place in Asla (excluding Commmist Chine)
sof in Scuth Americe. Very substantial incresses also tock place
in the countries of Borth snd Cestrel Americe other than the Urdted
Stoten and Cuba, Production mord than Goudled in countries vhich
were net lmporters st the beginuing of the decade, doubled in self-
smfficlent countries, and increaged by about 10 percent in net
axporting countries.

As & remili of the tendency towards self-sufficlency in lmport-
ing countries, the proportion of exports in relation to world
production went down from o peak of sbout 40 percamt in 1933 to
ahout 30 percent in 1961. Although consumption lncressed by more
then 50 percemt, interrational trade in suger remined compuratively
stable until 1060-61, vhen the USSR and Commntst China became the
mjor cutlete for Cuden supplies, This relative stagnation of the
sugar trads meent timt potentiel exporisdble myplies tended to exceed
the Gmmnd Tor lmports, but, due to regiation of the sugur smrket
by & system of export quotas, 1t vas nevértheless poseidle to mein-
tain & procarious egiilibrium.

the last decads the trends in por capite consumpilon
difrered widely between various reglons. In Merth Amerfos and
Cosands, consumption remsined stéble at & high level; in North
Western Borope, it incressed during the first part of the decede,
bt showed little progrees after 1956, In wost other reglons, per
aaplte conmypiion went up stendlly, the greantest percentage increases
being generally recordled in the reglons starting from s low conswmp-
tion level. i

A major strastural change i the woxrld sugar economy begen In
1960, The established postwer ppbttern until that year found the
Biuo-Soviet Bloc® & net ewporter, slihough oxly of merginsal quantities.
Suba, on the other hand, was the single wost importspt ssarce of

% Includes the m'é% Comsmunint (hina, Bulgaria, Czechoslo.skis,
Bast Cermany, Bugary, Poland, ehd Rumamils.
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export supplies, sceounting for whout 30 percent of world exports.
For exemple, during the five yeer period 19%7-59, out of its total
samnl exports of 5.2 million toas of rew sugsr,®* only sbout 270,000
tons went to the Sinoc-Soviet Bloe. But in 1960, there was a sharp
chenge in the di:zecticn of Cuban exports to new outlets in the
BimoeSoviet Bloc. This chenge in the pettein of world trede in 1960
was facilitated by exveptionally fevorsble vesther condltions end
record oropsd outslde the Sino-Soviet Bloo. In many countries,
large increases in profuction tedk place, notwithstanding the intro-
duction thai yesr of msasures to restrict the ares usder crope.

In 1961, Cubs shipped close to 4.2 million tons to the Bino-Soviet
Bloe (75 percent of its total exports) end only 1.6 million tons

to other destinaticns. While some Imported Ouben suger wes elther
re-gportad from the Sinc-Soviet Bloc or made exports of domeailc

- beet sigsr possible, the totel exports to non-Bloc sress from the

Bino-Bovict Bloc end Cubs together vere less than four million toms,
a8 conpered with about gix milllen in 15%9.

Between Janusry 1960 and Beptember 1962, Cubs reported ship-
ments of mbout 10.7 milliom tone of sugsr to the Bloe, representing
63 percent of its total exports., The largest Bloe importers were
the USER (65 percent), followed by Commmist China, Poland, Hest
Qermexy, snd Czechoalovekis. Beginning in 1962, the Bloc bed agreed
W fmport annually through 1965 alwost 5.9 million tons of Cuban
sagar. This amount wes 1o be ddstributed in millions of toms, as
follows: USSR, 3.0; Commanist Chine, 1.2; Buropean Butellites, 0.56;
srfl Borth Kores, 0.10. Feced with s relstively poor supar crop in
1962, however, Cube reduced the 1962 allotment to the Bloc ~- mostly
to the VBER <. by 500,000 tons., Although actusl exports to the Bloc
are estimated to bave {otaled only 3.7 milllon toms lun 1962, about
500,000 tons of the 4.0 million tons imported by the Bloe in 1561
are estimeted to heve bean on 1962 ncoounts., Therefore, Cubs came
close to £ulfilling the vevised sugar copmitments with the Bloe for

o ¥

Ary significent change in world suger supplies is of congidersble
importance to the United Stetes, The United States ic the world's
largest importer of sugar, teking frow forelgn suppliers over twoe
fiftha of 1ita tolal suger needs -« currently sbout 2 million tons,

#* Bew ougsr i8 sugar thet hes not besn fully refined to cemove the
impurities. Although edible, it generally 18 not consumed in the
raw state {100 peris of rswv suger will yield about 92 parts of re-
fined suger).

3
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v valus, per year. Ikmestic Whdted States eugar growers ore
protectad by & aystem of import quotas. ’

Toe UB sugar industry operstes under g Quots syotem thet
Aimits, by areas, how mich sugar can be marketed in the US each
your. These Qiotas vere suspended during the Wordd Wer IX period,
Tt wers resgtadlished, with some mbdifications, in 1948, Totel
quota wﬁuam and thelr distritution by arees of origin in 1948
and 195963 were:

Dompatis heot ores

2 eh i
Heinland cene 6 6 ,
Bewndii v il X
Paerte Riso i w0 10 { y g/
Virgin Islznis 2 o b
Adlippives 4 4 1 & w™ 13¥
Caba b1 35 ¢ ) o
Oty coumivies 1 3 0 33 i
Total 100 100 I8¢ 100 100
Tetal mapplies 6,450 8,388 8,800 9,072 8,880
(1,000 tens)

T, To Bexiy Wy the 1963 gaote wes raised by Shi, 300 tams, bringing
the total w 9!“5‘ miilicn: tana.
2, iess then 0.5 percent.

Chavges in the propostionade shares of the varicus areas
cocarred in the Pullippines, an incremse from b to 11 percent.
This was & resalt of the recovery of the sugsr indnstry from the
deptruction suffered Mring World Var XI. Asmendaents to the Sugar
Act in 1951 and 1956 reduced slightly the quota for Cuben sugev,

A Greatic shift ocmirred, Bowever, in mid-1360 when suser
imports from Doba were suspended. Since thet tlme nearly all of the
soply formecly coming from Cubd hag been purchesed from other
foreign countriss. The Muger A¢t includles & formmla for allooating
such @uaplisse swong countoles beving “statutory” quotas in the UB
ket and also drections for dteining quuntities rot avallsble
under the formus from tho seee or othsr countries.
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Although the shift in the U8 source of supply from Cubs
to other countries has been much smsier than meny people espected,
various problems have arisen. Déliveries from Cube could be made
o the UB within & few days after purchase. Mach of the nev
sapply must come fer greater distances, and delivery dates are leas
certain. This cremtes & need for larger inventories in the US, and
more ships to meintain the needed volume of imports.

During the recent price fncrevses some forelgn profucers
apperently nave been holding back in filling thelr assigned quotas
hoping for still bigher prices. Barly in Hay the Deperiment of
Agriculture reised the tobal suger quota to 9.4 milijon tons,
mete the record set in 1960. This enlerged the "global” quots
hy 200, tone above the 1,36 million tons set previously. The
UB “"global” guote {formerly assigned to Cuba} is filled on & firsi-
come, Tirst-served basle by forelgn producers.

fare is no indication to dete that the delivery of 10.7
milion tens of Cuben rew sugsr to the Sino-Soviet Eloc during the
period 1960-62 nas had eny profornd impact on the Bloc's ambitlous
long=tarm plens for expension of ite domestic profuction and its
per cupits consumption of refimed suger. Certalnly these lmports
have prompted s mber of adfusthents, including an increase in
Boviet stocks of sugar {a move inwolving storsge problems and some
spollsge), the allocation of soue domesticelly produced sugar beets
for use 85 livestock feed, increesed seles by the Buropeen Batellites
of sugar in merkets of the Pree Vorld {occeslomally at & loss), and
the reallocstion by Compmanist Ciine of certain evess formerly
devoted to sughr beets end sugarcane to the sowing of food grains
in sy sattespt to alleviaste serious internsl food shortmges, For the
most purt, however, these adjusiments have nol been large and have
been sccomplished remsonmbly effactively, although not without some

Although thers are no firm data aveilsble on the amount of
surplus euger currently held by the USSR, o reesonable estlimate can
be zads. Boviet stocks of sugar as of 1 Juwary 1963 are estimated
te have been sbout b million métric toms (refined value). The aize
of Soviet stocks before the builldeup in recent yeurs suggests thet
the Soviet Union row has pbout dne to two millien toms of augasr
which eoald be sold on the world market (See Teble ).
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an sugn: exports to thems iu 1963. | |

The evidance cuwrrently avelleble indicutos that mw will sell 1. &3

aililon - 1.2 Mma mhia ﬁw mf suger m m wordld dmrdn

963 wemered with 1.5 pillion metcis tons % -
s b FEROTUR ';'F: 3 gailoisl o

37 ban e EEyY 1D TOL0 B ﬂth?mvm»aﬂal’i .z..gzraﬁlim;

tona ‘!.'d:! m i‘mé world this yeer,

9f greater uncertainty thao the volume of mugar to be shipped

W the free vorld by Cubs in 1563 ia the price at which the suger
is sold. At the latent, negotistions fur the sale of the Wulk of
the 1963 larvast vers underwsy by last Octobar vhen prices wers still
rﬁnthw l!.w. Toere 1s wimw thet between late October and

serly Decembme epotiating sales at price levels of shout
£70 por m««m ton {i.2 conts per paami) to 3595 par metric ton (3.0
canta per pound), both F.0.B, Sene seles wore meds during tm.:s
WWW& the total volumé is not Koovn. For iz 1t o
what the price tmrms of these mles aotumlly were. {ubs msells m
under & variety of price srrengidents. Some sales ere seds on the
mgls of the spot price prevailisg at the dete of the contract, some
on the basls of the spot yeice preveiling ns of the month of delivery,
and sowe on the bdagls of on averese price in e month of delivery
at with specified mim and miodsman price. 'Twus Sube will deliver
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wger to the free werld during 1063 at prices ranging sll the
wy frem the §T0 per melri: ton sgreed to in some cases during
October or Novemder of lest your o probably et leest the 063
pexr matric ton prevelling currenily in the world merket. Whaet
the aversge will be cannot be detersined on the besis of presant
evidence, If the mld-point of sbout $185 per metric ton 1s teken
a8 the basls for an estimate, e estlmmied free world seles
wviuid be $365 million to $200 mililan, depending upon the volume

-

Given the gstimated reoge of exporta 0 the free world, sales
to the Rloc will be 2.0 milllon «~ 2.5 alllion netric tons compared

TRIANE.L nixe

25X1
& NSA

25X1
& NSA

Aswamivg Ut 1963 sugeo prpduction 1is betwees 3.8 and 4.0
gﬁ.}g}.&m Wth that dompsiic compusgptlon contimues el sbout
Q.3 million metric tons, total export earniogs from sugear would be
vas about $430 million. However, L7 the USSR sbould edther permit
gronter Cubsn sales to the free world or puy the Cubsps & price
svove b cents -~ tha former 18 move likely -- the Cubsa position
sonld be sibstantlelly ispooved.

The suge: ahm% and umusually high prices seem likely to
pevslist for ewvbile. Porecustis ftr the ﬁﬁi/gi crap wre for anosther
yoar of yrofuction less than consumption. The futures macket reflects
this Judgment. On My 20 the futures market closed ss follows:

SRR {World Contracs)*

Suly 13,95 Hay 10,66 v
September 11,48 b July 10,85 n

tober 1. ga b September  10.22 b
Merch G, 2 b

B o bid
8 - pominal

e %

¥, U Tontract, whick 1a for bagged mugar F.0.B. snd stored at
Grester Curibbesn ports (including Bmzﬂ?.

R : iy, .
PEF g ET
G WlMeeend e BT EEA
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Tae Rurqpesn best crgp which will be hervested tids fall is
the first source which could ralse supplies substemticlly to mest
incrensed demand. However, indlcations are tiat Buopsan sugnr
beet plantings this spring are wp only I percent above lest yesr,
Tor below oarlier axpectations. A very lste gpring in Burepe wes o
mjor fBctor holddng down the incresse in plontings, sod the late-
m af the sesson 8lso ddmmed ctrly prospssts for kigher yields

Mt i

- Bagar has had itz ups ond downe iun the pest and po doubt will
continge to do 80 in the future. The big questlion mow 1s when will
prodactlon again squel or axceed conmupticn. Future produstion
Wwill depend to s large extout Wio govervment policies s well us
the respounss of privete Initiative to higher prices und other develaps
ments o the intesrmtionml suga: scens.

-

For the long run there 1s wvesy veason [or assuming thet tie
farm which have operated In the pest o relse productien will
contimie to do s0. Many sress cen significantly expand sugar produc-

, Por | 38, the Fhilizpdres govermmest is sucoursglng and
offering asaistance 40 both grovers and processors to expand pro-
daetton. (Bee Tabls 3). Begluning in 1961 sugar egrin deceme the
leading dollar corner smong Phdlippine exports. This was due to the
mm uotus given the Pullipploes in the US perket ae » result
of the & tion of the Cuban sugss guota, Sugar is alse & major
foyeign exchabge sacnar for Telibbn. The Talwua Bugsr Cevporstion ig
currently attempiing to obtein e $30 million losn frem & US financiel
arganizetion to expand sugsr profucticm. 4 sludy by the Food and
Agrisaltural OQvgodlswtion of the UM ea cacluded that very sib-

acpaaalon can be antioljeted in Africs, the Near Bast, latin
Aseriep, and to o swllor cutend in Asie sod Cesunis. 4a sbundsgce
of sxenllent sugnr lJand, coupled with selatively lowwcost labor,
skilled techaplogical and business menhgeuest snd sdequate cepitel
rescurces, will grastly fecilitete profuction expension, perticulasly
' in Amerloen coamtiies.
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Pable 1. Worls 1 Rav Sugar Prices

Ceorts Fer Pound

Average 102%-89 gy 1668 - Hareh e

April a,ug‘;
evage LoH-10 i3 my .
Average 103h piea
. LR Lottt mg P08
Aversge LI50~53 : 4 3-:&5%
108k Sl %ﬁm‘!}w %17
J Ovtover 3*‘&%{
10%¢ 3agh Hovanber 3,65
> Teoenbor b,
Lahs : YT
1957 | 616 Pebrusry 5.‘3
‘ Appil B9 &, 33
1459 e
1569 L
1541 et
3.‘:.{!& 2,09

oot prices Jwicr 0 1961 Tatd on B3, § Contiech, WhiOh wag fo7
od suger P. A. 8. Cobe. Borinming with 1561 swot prices are thoge
uw%er Ho. # Gontrect, which is for bagged supar ¥.0.B. and stored at
Greater Caridbenn yorts {including Brs2il).
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Mitpption in the Soviet Union

1559 A 5
e 1.h4 258
158 1. 307

1085 W57 o2
},f‘f‘?‘; 5. 7L k. k53

1G58 1.05 5,43
KR 2435 Geo1

160 2.6 6,36
1568, TG L%l

P e
1963 S

& o0 o
+ Jophw bbb
L PO 5.16
+ Jhowe bol3
+ oG8 L5 ]
- 0% Saldl
* W10 %o 3k
- W fabtl
« W31 A28
~ «3 YA g
- o318 1L 37
- JOgh 1leh3

noTanes Bagne refinas 18 Bovist refineries from Imporbed Dew sigr.

B Does not inplude rev sugsr luporbs.

/ Difference between total supply and eading stocks.

* Bpined.
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Peble 3. Productlion of Bugar on Telwsn sl Faillopines

1556/ 54 55 1,578
159/60 728 L3
150y 5L i 1,507
1961/60 ‘ T2h 1,468
1360/ 63 e 1,623

¥ Fhe irop in produchion Detween L000/0L Bnd Lo00/03 remeiiar
from both 2 Seevesse iR acresge ¢ lower yields ver acre.
|
| .
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